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THE SECOND HOOVER COMMISSION
REPORT—A BRIEF SUMMARY
By CORINNE CHILDS, CPA, President, AWSCPA

At the invitation of the General Chair
man of the Citizens Committee for The
Hoover Report, and upon recommendation
of the AWSCPA Executive Committee, I
attended a meeting of leaders of prominent
women’s organizations in New York on
February 27, 1956. Much of the day was
devoted to an explanation of the Second
Hoover Commission Reports and of the
progress made thus far in implementing
the 19 task force reports.
These reports are interesting and full of
useful information. As accountants and as
citizens we can be particularly interested
in them. Supporters of the recommenda
tions, outlined in the 19 task force reports
issued by the Commission, are not con
cerned with political allegiances—they are
sincerely interested in better government
at a substantial savings over present costs.
The estimated savings of $5 billion a
year from the full adoption of the 314
recommendations means a savings of $15
million per day, which in turn means a
savings of $630,000 per hour—and that is
equivalent to $100 per average American
family per year.
The formal name “Commission on Organ
ization of the Executive Branch of the Gov
ernment” being too long for repeated use,
references are usually made to the first and
second Hoover Commissions.
The first Commission was created by Con
gress on July 7, 1947, and was concerned
chiefly with the reorganization of depart
ments and agencies and their relations with
each other. Approximately 70% of the
recommendations made by the first Com
mission were adopted over a 6-year period,
with a savings to taxpayers of $1.3 billion
per year. It is difficult to explain this
savings in terms of benefits to taxpayers
because of the intervention of the Korean
war and the “cold war” and the resultant
budget increases. However, Mr. Hoover,
who served as Chairman of each Commis
sion, has said that savings of $150 millions
a year were effected by the General Ser
vices Administration alone.
The second Commission, established by
Public Law 108 of the 83rd Congress and
approved by the President on July 10, 1953,
dealt extensively with functional organiza
tion and with questions of policy.

The Commission was composed of 12
members appointed without regard to po
litical affiliation. We may be assured that
the recommendations of the Commission re
flect an attitude of “better government at
a better price.”
Their intensive study of our government’s
executive branch was completed over a
2-year period. Many of the detailed stud
ies were made by “task forces” of leading
professional men (many well-known CPA’s
served as members of the task forces and
two served as chairmen) and executives.
The names of the task force members are
as impressive as those of the Commission
members and are indicative of the thorough
ness with which the various departments
and agencies were studied and analyzed.
Each of the 19 task force reports is un
doubtedly worthy of complete analysis and
discussion, but the following summary will
alert the reader to the coverage of the re
ports and some interesting facts revealed
in them.
Personnel and Civil Service—proposals for
improving the administration of the gov
ernment’s personnel system to reduce em
ployee turnover and to make for more effi
cient utilization of government workers;
estimated direct savings—$48.5 millions a
year.
Paperwork Management (Part I)—Federal
government found to handle more than 25
billion pieces of paper a year, exclusive of
technical manuals, pamphlets, etc.; esti
mated savings from elimination of dupli
cation, more efficient correspondence meth
ods, etc. were $255 millions per year.
Federal Medical Services—wastes in hos
pital construction, operational services, dis
ability allowances, etc. were noted and 29
recommendations made with estimated sav
ings of $290 millions a year.
Lending Agencies—104 government agen
cies are in the loan business, frequently
loaning money at a lower rate of interest
than is paid to borrow the money for lend
ing; estimated annual savings $200 million
from 48 recommendations made.
Transportation—21 recommendations made
to cover policy and ways to improve effi
ciency with annual savings of $151 millions.
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Legal Services and Procedures—52 recom
mendations directed toward re-establish
ment of constitutional procedures and in
creased efficiency with no estimate of sav
ings (accountants will be particularly inter
ested in the recommendation for the crea
tion of an Administrative Court with three
separate sections, namely, taxation, trade
regulations, and labor relations; and the
creation of a career legal service for all at
torneys in the executive branch of our gov
ernment) .
Surplus Property—23 recommendations, in
cluding preventive measures to keep from
piling up surplus and for more effective use
and disposal, with estimated annual savings
of $2 billion for the first 4 years and $1
billion annually thereafter. (Note: One
cent received on each dollar cost of govern
ment surplus property sold would yield $20
million yearly.)
Food and Clothing—4 recommendations
made, which were principally concerned
with procurement of food and clothing for
the Armed Forces, with estimated annual
savings of $340 million. (Task Force re
port indicates there is still 10.6 years’ sup
ply of WAC wool serge uniforms that were
purchased during World War II and a
Brooklyn stock card shows 100 years’ sup
ply of WAVES hats.)
Business Enterprises—22 recommendations
made to eliminate government competition
with private enterprises, principally in the
military services; no specific savings esti
mate made but business would benefit im
measureably from this.
Depot Utilization — 2 recommendations
made for elimination of excess storage space
and of duplication of waste in storage facili
ties with estimated annual savings of $253
millions.
Research and Development in Government—
report indicates 29 different government
agencies for research and development
spend $2.4 billion. Recommendations made
for greater efficiency as well as some econ
omy in these programs.
Overseas Economic Operations—Recommen
dations made for coordination of adminis
trative activities, prevention of waste, and
some reduction of grants with estimated
annual savings of $360 millions in adminis
trative expenses.
Real Property Management—Federal gov
ernment owns 838 million acres through 27
agencies and all of this property is exempt
from state and local taxation—13 recom
mendations made would save approximately
$185 million annually and also return more
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than $1 billion to the United States Treas
ury.
Budget and Accounting—25 recommenda
tions made “for the further development of
what is good and the elimination of defi
ciencies.” The recommendations, all of par
ticular interest to accountants, point up the
need for control of Department spending
and for the power to insist on efficient man
agement in spending agencies. Savings
which could result from recommendations
were estimated at $4 billion per annum, but
this estimate includes some duplication of
estimates in other task force reports.
Business Organization of Department of
Defense—19 recommendations made with
estimated annual savings of $2 billion as a
result of improved organization. The re
port revealed that there are probably more
than 2,500 Government-owned commercial
type activities competitive with private en
terprise in the Department of Defense
alone.
Intelligence Activities—No savings esti
mates made but report reveals need for bet
ter coordination and controls.
Water Resources and Power—15 recommen
dations made in report which is concerned
with the question of equitable use in terms
of various needs, public vs. private develop
ment, tax-free government operation of re
sources vs. taxpaying private operation. No
savings estimate.
Paperwork Management (Part II)—4month experiment conducted by Task Force,
industry, and Government agencies resulted
in cutting report costs to Government by
$5.1 million. Report recommends that
proper agencies go to work, by Presidential
directive, to reduce the expensive nuisance
of various questionnaires and reports re
quired from business and individuals by the
Federal government. Total annual savings
estimated at $33 million.
Final Report to Congress—summarizes the
314 recommendations based on the Commis
sion’s inquiry into the 17 functional activi
ties of the Executive Branch. Reveals that
60 of the 64 executive agencies were studied
and that those 60 agencies account for over
95% of the Executive Branch’s expendi
tures. This report recommends that the
President direct as many as 33 of the agen
cies in his branch to report to some indi
vidual in the Executive Branch, who has
been designated by him to receive such re
ports. Report indicates that the President
has the unavoidable direct responsibility
for the activities of the remaining 31 agen
cies in his branch of the government.
(Continued on page 17)

TAX NEWS
By LOUISE A. SALLMANN, C. P. A., Oakland, California
return, claiming no dependents. The ques
tion is, may George get the dependency
exemption although someone else has a
legal duty to support the persons for whom
he is furnishing over half the support?
Prentice-Hall’s answer is a “confident
yes.” Say they, before the Income Tax Act
of 1944 there was an exemption for each
person “dependent upon and receiving his
chief support from the taxpayer.” The
phrase “dependent upon” implied a neces
sary legal dependency relationship. But
in the 1944 Act and subsequent Acts there
is no trace of the words “dependent upon,”
the test is a matter of relationship and
support as well as taxable income of the
dependent.
Incidentally, the tax saving to George
amounts to $8,168.

Now that we have all had the opportu
nity to relax and spend the fruits of our
labors during the past three and one half
months, no one, but no one, is at all in
terested in “Tax News”—including the
promulgators of same. ’Tis true, minor
legislative attempts to add to or subtract
from the existing code have been made but
at the date of this writing the only legis
lation of any importance has been the
continuance of the corporation normal tax
at 30% with the over-all rate at 52% for
another year. Some consideration was
given to the proposed Fulbright amend
ment which would effect a lower tax to
smaller corporations and an increase to
larger ones. However, Congress felt that
there was insufficient time to properly re
view this proposal and until April 1, 1957
we will continue to compute corporate
taxes under the existing rates.
There have been a few interesting tax
court cases. One, in particular, strikes
your editor’s fancy because two prominent
California Certified Public Accountants
have recently returned from African Sa
faris, that is, just before the start of the
tax season. It is the case of Sanitary Farms
Dairy, 25 TC No. 58. Mr. Brock, of said
company, was the outdoorsy type and quite
frequently engaged in hunting activity,
feeding the results to customers actual
and potential. The dairy sponsored his
trip to Africa at a cost of $16,818.16,
thereby gaining a good deal of free pub
licity from newspaper reports of details
of the trip and news of the hunt. Sanitary
Dairy was allowed the deduction and Mr.
Brock was not required to report the cost
of the trip as income. They say it pays
to advertise!
Devotees of TV will appreciate George
Wright’s tax problem. He is a 14-year-old
winner of a $100,000 TV quiz prize. The
following circumstances have not as yet
become the subject of a tax court case but
they certainly may provide all the proper
ingredients. It seems that young George
proposed filing as head of household—
paying over half the cost of maintaining
his family’s household, and claiming his
mother, brother and sister as dependents
by furnishing more than half their sup
port. His father plans to file a separate

(Continued from page 16)
Conclusion
The Final Report states that it is impos
sible, because of the overlapping of task
force estimates, to make an accurate total
of the probable savings. However, the Re
port does state that “there are enough pos
sible savings left to enable the balancing
of the budget and reduction of taxes.” It
is the latter—“reduction of taxes”—which
is the stimulus for interest by citizens’
groups throughout the United States. It
is only through an awakened interest by us,
as taxpayers and citizens, that many of
these recommendations can become effective.
Mrs. India Edwards, in stating her desire
for the implementation of the report,
pointed out that, “there is no political sex
appeal in government reorganization.” How
ever, she and others, regardless of political
affiliation, stress the need for keeping in
formed on the subject, discussing it with
friends, stimulating organizational interest
in it, and expressing our thoughts on the
problem to those who represent us in the
national government.
You can obtain further detailed informa
tion on the various phases of the reports,
or any specific report in which you may be
interested, by contacting The Citizens Com
mittee for the Hoover Reports, 441 Lex
ington Avenue, New York 17, New York.
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